SURVEY OF OURRENT BUSINESS

May 1942

Quarterly Estimates of Gonstructlon

By Buciom . Elkin

Annlysis of shori-term fluotuntions in construction
astivity and the relotion of these flustuations to changes
in genersl business conditions requires o series which
mensares chenges in the volume of construction for
mtarvals shorter than a yeor.t

At the present time the need for such information is
greater than wsual hecausa of the necessity of studying
the effect of pricrity mensures on various hranches of
the mdustry, and, mere gemerally, of bringing into
olearer perspective the uhn.ngmg composition of con-
struction a9 the mduatry is mobilized for war.

In recogpition of these needs, the Bureau of Fﬂrmgn
and Domestic Commerce hos developed o scries of
quarterly estimnies of construction activity frem 1930
to dots.t

For the presant, ne nttampt is mede to adjust the
series for ssnsonnl variafiom. Certoin types of con-
struction, auch ms residentisl building, fermm, ond high-
way conatruction, display madked seasonal wovetnents,
Over the short pmud covered by the sstimates, how-
eveor, it is difficelt to work out satisfostory sensomsl
patterns. Furthermore, the davslopment of the way
anonomy and the resultant concentration upen particu-
ler types of conetruetion has resulted in a definite damp-
ening of sensonal flucteations. Sensonal elements have
sidght affect upon the constynetion of mdusirisl build-
ings. Military construction, sn inerensing portion of
the total, likewise is little affeoted by sensonnl fantors.
In view of thess vonsiderations, the dots are presented
in n seazonaliy vnadjusted form.

Tha estimates meassura comstruction netivity: i, a.,
the value of work done during each quarter. For some
purposes, such as tracing the influence of economie
foctors om private invesbtment, prodioting short-rem
changes in the velume of netivity, or, anticipaiing
material and labor requirements, a “volua of work be-
gun'’ series is mors wgeful. In figura 13 tho naturs of
the relationship between work begom and construction
aetivity for privote nonresidential building is shewn.
The series includes private factory, commercial wnd
various types of ipetitutional buildings, Chenges in
the work-beguin series anticipate changes in the netivity
series by o perdod of 4 {0 6 monihs.

Important changes io both the trend 2nd eomposition
of construetion activity have ooowrred sinee 1938, As
is shown in figura 14, the voarious types of privata con-
struntion. have risan mmiedly from the beginning of
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1938 to the closing months of 1541, Tﬂl;n.l private con-
alruction during the last 2 quarters of 1841 exceeded
the corresponding periods of 1939 and 1940 by 40 and
18 percent, Teapeciively. Frivate restdentinl construc.
fion imoreased at sn averape rate of $21 million per
quarter over the peried 1939-41, During the last

¥Figure 13.—VYalue of Private Nonresidentinl New Bullding
structison sxcluding PublHce hibHty and Farnd Con-
atruction
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quarter of 1941, private mdurtrial construetion, in-
cregaingly direstod toward the construction of induatriel
fapilities for smnament producidon, was 230 peresmt
higher than the 1839 quartsrly average, nnd 77 peresnt
higher than the 1940 avernga.

Beginning in the last quarter of 1940, the risa m
public constrnction, brought about by the rearmament
progrom, began to outstrip the rise in private oon-
struction with the public componeni becoming en
inoreasing share of the total. During the fourth gquar-
ter of 1841, for example, privete construotion wons 10
percent higher thean in the last 3 months of 1840,
wherers the increnss in public construction waa more
than # Limes a2 grent. Public comstruction rese from
two-fifths of the totel during the first quarter of 1940
t0 nearly throe-fifths in the lost 3 months of 1941,
From che first quarter of 1940 to the same period &
year later, military and navel consiruction ross from
one-thirtieth to one-querter of the total. TIn the first
quorter of 1942, privete construction, falling in hoth
shsolute and relative amounta, was only one-third of
tha totol volune of construetion activity,

Derivation of the Estimatas,

The dats and methods used in making the quarterly
estinates ara outiined below, The estimates are
dividad into two main growups—thosa for which the
basie source is contract or permit dats, 2nd the remain-
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der which 18 reported on » divect astivity basie sither
by government or various private agencies.

A, Estimates made from eontrast or permit data.
- 1. Residentin) oonstruction (nonform).

The sstimates of remidentinl eonstruction are pre-
pared by the Buveau of Labor Stabtebica using permit
figures ns & basic sourss. Adjustmenta are made for
undervaluntion and for inelusion of nonreporting arens.®
In arriviog ot & totel value series, allowence is made
for the construction of nonhousekeepmp unite and
major additions, alterntions, and repaira. The series ia
then oconverted to an activity basis by using different
tims lags for one and two, and multifamily dwellings.

2. Private and Public nonresidentinl building.

The basic sourae for making these estimnies ia
contraot dota collected by the F. 'W. Podge Corpora-
tion* Sinne Dodge dosa not collect contract data
for the 11 Western States, it i8 necessary to adjust
theas figures to sttain country-wide coverage. Adjost-
ment factora for aach type of construation were ohtained
by using permit deta collacted by the Burean of Labor
Statistics ond Engineering News-Record data, both of
which ecover the United States. Permit data assemblaed

the =even moat important Western States wera also
aonsulied.

Figure 14, ~Valua of Public and Private New Conatruction
. by Type
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Each type of conmsiruction iz further adjusted to
allow for nadercovernge, The adjustment factora weare
based on comparieons of Dodpee stotieties with Censna
dota, information collected by povemment agonoies
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guent months® In developing these iiming patterns,
neeount is taken of both the time that elapses batween
the inclugien of the data in tha Dodge © contrect award"
series and the beginning of work, and ths time required
to complate cerbain types of buildings. ‘Fhe building
period varies for each type of eonstraction. For expmple,
4 period aversging slightly mare then 4 months e ueed
for fnctory building, whila 2 period of 7 montha is used
for hospital and imstitutionnl boildings. It ia Dot as-
sumed that activity arizing from o partionlar month's
contract awards ia spread evenly avor the whole pariod;
diffarent pereentages are used in ench of the sucsessive
months.

B. Fatimates Reported on a Direct Activity Basis,

L. Farm Construction.

Estimatas of Farm constroction are made by the
Bursan of Agricultvral Economics, In confrast to tha
cther estimatea, these include maintenance becanze nn
eetisfactory method s been developed to soparate new
furm eonstruetion from maintenanea.
impossible to obiain the data on a quarterly basis,
"normal" quarterly factore were derived in consulin-
fions with the Buresu of Agriculturnl Economics ond
applied &0 the annual estimates.

2. Publie Ttility Construetion.

Eatimptes of copatruction work by public utilifies are,
for the moat part, basad on reports from organizations
such as The Burenu of Railway Ecoromics and the Ball
Telephone Company. When it wns not pessible to
secure the daie on aloes then annual basis, contract datn
for the specific type of utility were converted o a quar-
torty activity sories and n.pp]md a2 an index to the annial
reported figure,

3. Military and Naval Construstion.

For the period prior to July 1041, military end paval
construction figurea wera secured from the War and
Navy Depariments. Subsequent io that daie, the
firures were obtained from the War Production Boazd
and adjusted to exclude stintegle highwayas which ere
included in the highway estimates,

4, Public Pactory Construction,

Beginuing in 1941, monthly estimntes of wer in-
dustriel facilities were secured from the War Prodoe-
tion Board. Publicly financed bui privatsly owned

+ 1o doriwing thoga thow paitaro dee has beca madn of the dals sollealsd by e
Prhile Works Adminbieation, same of whiikh cppeses Le *~T'ha Ecoooube Hieots al
tha Fodasl Fablie Works Expeadibares, 1063-25," Nopsmber 10, Matkonsl e
salress Plynning Baard; atndies made by 3r. Roy B, Fosler, lortioerlw of tie Fadmml
Baserrg Board and othr relaiad duta
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ferilities wore exeluded sines these sra included in the
estimates of private industrial constraction.

5. Highway Coustruction. . -

Tho Public Roads Admivistration preparss annual
estimntes of total highway congtruction based on annual
reports from State Highweay Commissions, and surveys
of municipsl and county outlays for highways. A
quarterly index of highway consiruction was used to
distribute the anmnal totals hy quarters and {0 extra-
poiata the 1841 figure.

6. Bewnge Disposal and Water Supply.

Estimates for thesa typer of construction are hased
on dota froon Fioooedol Statistice of Citics, 1esh appenr-
inp May 1038, The snnual figure derived from thesa
sources was apportioned and extended quarterly by an
index of Sewage Disposal and Weter Supply copstrue-
ticn, obtained by converiing contract daie for these
t¥pes of construction to an activity series. '
7. Public Residential Honsing,

Data for Public Residentisl Housing wers sapured
from tha public heusing agencies and the War Produc-
tion Board and adjusted to exclude deplication.

8. All Othar Federal Construation.

This eategory includee comstruction done by the
following agencies: Buresu of Reclmmation, Indian
Bervice, Fovest Jearvice, Aymy Engineera, National
Park Service, Tennesses Valley Authority, Soil Cox-
servation Bervice, and miscellaneous work of other
agencies not eleewhere included.

Meet of the pomunl estimates and eome of the quar-
terly ore secured by reporte irom these agencies. In
some of the cases i which it waw not poesible to eeoure
quarterly data, the Burenu of Labor Statistics’ revised
monthiy figures on man-hours, pey rolls and material
srders of government agencics engagmg n construction
wars used to appertion the totals.
amaller ngehcies whers the Burenu of Labox Striietics
indexes wera not found to be spproprints, and it wos-
not possible to secure quarterly figurea from the agensy,
indexes of construetion aetivity for agencica snpaging
in aimilay types of werk ware nead.

2. Miescelluneous Public Servics Enterprises,

This heading ineludes expenditores for strest rail-
ways, and other transit systems, pas systems, porta,
docks, harbors, ferries, nirports, and sther municipal
enterprises. The main ssures for thase datw is Financiol
Statistiza of Citien, Various types of indexes similar
t0 those deseribed above were used to appordon and
axtrepoints the annual totals.

For some of the -



